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Because of its simple issue requirements, short cycle, low cost, ease of 
operation and unrestricted issue size, Private Placement has became an 
important way of refinancing for listed companies after China’s equity division 
reform. The tax especially the personal income tax is main considerable factors 
for the issuers and nature investors. In the past two years, the focus of national 
tax reform is to strengthen tax collection on high-income people and capital 
gains. February 17, 2011, the State Administration of Taxation issued “Official 
Reply on People Who Participate in Private Placement By Way Of Equity 
Should Levy Personal Income Tax”which takes the focus directed at capital 
gains and the Private Placement. The paper here clarify the problems in each 
link involved in the process and specify the related tax law, then point out the 
irregularities in the practical operations and proposes the corresponding 
countermeasures. Wish the paper would help to protect and regulate the single 
person’s behavior of investment, and also can do a favor for stabilizing the 
capital market, eliminate the gap between rich and poor. 
The article is divided into three main parts: The First part is to introduce 
the basic information about the Private Placement, including concepts, process, 
model, types, etc., so that the reader can have a comprehensive and clear 
understanding of the Private Placement. The Second part starting from the three 
elements of the income tax law, analyze the provisions about the taxpaying 
bodies, tax basis, tax object, then bring forward the main problems exist in the 
Private Placement practice. The Third part is on account of the above questions, 
first to confirm the basic principle of tax law, promote the Law-oriented 
Taxation principle join in the constitution, learn advanced practices from other 
countries, introduce the useful part of the Capital Gains Tax system for us, then 
put forward recommendations which meet China’s current tax system. 
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